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FOREWORD

‘the purpose of this guide is to provide a summary statement of the economic
sitvation in the Soviet Bloc. It is not intended to provide exhaustive coverege

but rather to serve as a guide for those who must perforce “run while they

read."

The discussion covers the present Spviet Bloc under three maln geograpnical
subdivisions: ‘the USSR, the Eurvpean Satellites, and Communist China. The topical
coverage includes a survey of the economic organization and an evaluation of its
effectiveness; a deecription of the selient features of the economic base, includ-
ing population, agriculture, industry, apbd transportation; an outline of *he

broad econcmic objectives of the system; and an indicstion of the levels of achiave-
ment which have been resched. As the zituation warrants, the ecohomic interdepen-
dence of the various political entities is pointed out in a general wsy.
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THE ECONOMY OF THE SOVIET BLOC
. A Brief Guide

I. Economic Organizs’.ion nd Control.

The organization and control of the Soviet Bloc economies are designed to
centralize aad coucenirate the functions of planning and decision in the hands
of the political leadership.

A. USSR.

A the apex of bLhe cconomic sdministration of the USSR is the Presidium
(formerly the Politburcau) of the Communist Party. To carry out its declsions,
the Presidium utilizes the wachinery of the Soviet state. Op the besis of the
policy decisions of rhe Party Presidium, designed to meet what are regarded as
the cructal interval and external problems which ~onfront the nation, general
direc.ives are issued to the State Planning Commission {(Gosplan), a staff attached
to the Council of Ministers. Gosplan, with the assistance of other agencics,
translates these divectives into Five Year Plans and subsidiary plans, which even-
tually are pgiven the rubber stamp of approval by the Supreme Soviet {theoret.ically
the highest legislative body). Virtuslly all economic activiiy in the USSR is
included in the state plan. The only economic activity of any imporiance no’ in-
cluded i3 the collective farm market, where the state does not control the price
and only indirectly controle the supply. It is important to note that in Soviet
Jurisprudence the all-inclusive state cconomic pian has the status of law, which
means that a Soviet citizen may be prosecuted for fallure o fulfil obligations
- arising thereunder.

In addition to their duties on the Party Presidium, leading members of' the
Party hold governmen’, execut.ive posis in the Council of Ministers. Of much greater
significance is the fact that certain key members constitute the Presidium of the
Council of Ministers, in which capacity they operate outside the ministerial chan-
nels and are responsible for vhole sectors of the economy. Lazar Kaganovich, nov
a Deputy Chairmsan of the Muncil of Ministers, bas for years been responsible for
heavy industry and transport.

Implementation of the state economic plans involves itwo basic operatinns --
the allocation of resources to production and. the distribution of the output 10
. various uses. These functions are performed by the cconomic ministries subordinated
to the Council of Ministers and by the various staffs attached thereto. The inic-
tries arc of Lhree basic types: (1) the All-Union ministries of overriding national
significance, which have no counterpsrts in the Republics; (&) the Union-Republic
ministrics. agc, for example, the Ministry of Agriculture of the US3R, which han a
counterpart, inu each of the 16 constituent republics; and (3} the Republic minis-
trics, such as the various Ministries of local Industry, which are concerned with
the local affairs of each republic and hsve no counterpart for the USSR as a wholc,
Each ministry is headed by s council consisting of the minister and several depuly
ministers and is further divided into several Maln Administrations, for sales,
supply. production, and so on. Prior to the death of Stalin the ministerial struc-
ture had tvo outstanding characteristics: specialization according to production
activity and proliferation of extra-ministerial control and verification staffs.
Since the desth of Stalin, imporiant changes have taken place in . this structure.
The number of ministries has been drastically reduced from 50-odd to half that
mumber, and many staffs have been abolished. These changes are summarized in the
accompanying chart .*

With the one important exception of sgriculture, virtually all production
of goods and services in the USSR is carried on directly by state-owned enterorises.
A% the present time, soclalized cnterprises sccount for wore than 98 percent of all
industrial production and for practically all banking, transportation, and foreign
trade. Co-nperatives account Tor only an insignificant part of industrial produc-
tion. Education, medical care, conmunications, the press, and sccial services arc
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all controlled by the governmentel spperatus. The state -distribution system
accounts for practically ell internal wholesele trade and for en estimated 85 per-
cent of 2ll retail trede. The free but restricted collective farm market accounts
for the remainder. - '

Agriculture is the one sector vhers at the prasent time "soclalist produc-
tive relationghips” mesn scmething other than direct operation by the state.

- Approximetely 85 percent of egricultural production is carried out by the collective

farms (kolkhory), ostensibly free associstioms of the peasantyy for the communal
cuitivetion of land essigned for use im perpetuity. Direct production by the state
is limited to the state farm (sovkhoz). In addition, the state owns and operates
the Machine Tractor Stations (S's), which control the entire tractor park and

the bulk of all other agricultural machinery. Although all productive activity

‘ on the collective farm land enteys into the atate plan, the plenning apparatus is

velatively ineffective in this sector, owing to the incompletenass of control and
natural vegeries such as the weather. Thus in the ggricwltural sector the staite

plans for certain commodities, nptgbly meat and dairy products, heve been repeet-

edly underfulfilled.

The only remasining economic activity of any importence which the state
simply regulstes but does npt operaste or even plan is the eolleetive ferm market.
This is en open market where the peassnte may sell their surplus produce, which

i& derived primarily from private cultivetion on individuel plots which the col-

lective feam members ere pe tted to retein. - In the collective Porm market the
Soviet govermuent has neither price noy credit controls. Although the existence

of ‘the privete plet on the collective farm ig not reéai'd.ed with favor by the regime,
the USSR simply could not afford the loss of production which could be expected

to follow the ebolition of the private plot. -~ * S

Control of.the distribupion process involves the allocation of land, pro-
ducers' goods, consumers' goods, lsbor, and iqcome'. In the USSR, all lend rights
are vested in the state. Agriculturel land ie grented to the gollective farms
for use in perpetulty without right of transfer: Menufacturing end extractive
industries, transportation, and: other esterprises receive use rights to land in
aceordance with state plens for these activities. The use right to wban lands
for nonindustrial purposes is controlled by local government. "

Most rew materials, the importent intermediamte products, heavy equipment,
and military end items are allocsted directly by the Council of- Ministers in
physical units. Prices.of these ltems tend to reflect cost of "production and
serve as the basis for reimbursement. There were 1 ,600 of theae so-called "funded
commodities" in 1952, Each individual producer receives au allocation of these
commodities based upon centrelly established inpub-output norms. Prices are used
in. some instances to encourage substitution of one grede of a commodity for
another -- for example, the brown cosl from the Moscow basin has long been sold
at o subsidized price -- snd in & few instaences they peforn the traditionel role
of allocating ecarce resources for exemple, high rates are set for reilroad trans-
portation. In general, prices of imdustrial goods have & limited allocation
function. . ‘

The system for distributing consumers' goods is equally complex. MNost
of the food supply is produced on the collective farm end brought into state

_ @istribution chemnels through comtractual dgliveries, in pert et fixed low prices

{in effect a tex in kind), or is produced by ‘state-owned food irdustries such as
fiching and the state fayms. Other consumexs' goods are producéd by state enter~
prises or by producers' cooperatives. . ‘Production of the cooperptives is trans-
Perred to the state at established prices. . At the retall level the price of
consumers® goods includes a turmovgr tax which 1s one-of the important sources
of income to the state. Thus the retail price is determined in part by revemus
consicerations end in part by smnprbuax% gonelderations. Geperally, prices have
been established at & sufficiently hig legvel to hold down the shendard of living
end to free resources for military production and investment in hesvy industyy .

Free prices prevall oniy for such food as is sold through the gollective
foym morket. The supply ie erratic, hovever, since.it depends on what the reasant
saves out of his income in kind from the collective farm and from production in

v
o
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his privete plot. Since transportstion is limited, snd since no marketing orgeni-
zation for such produce exists, t;he peasa.n'b is limited to & narrov. geographical
market.

In order to direct lebor into the industries ond locations as necessary
to fulfil the state plans, verious direct msppower eontrols are employed, the
most important curreutly being the passport end the labor record book (both carried
by every Soviet worker)}. The Fformer limits the worker's geographical movement,
the letter requires the approval of the local ewthority with every job change, and
the sbsence of this approval usually meens no houging. The role of the lebor union
ip primarily recruitment,  propegande, end sdministrabion of social security. Since
1940 the USER has opereted 2 labor reserve system by whickh 15-year-olds are co-opted
into technicel treining spd then mssigned to plants eu,joyi:g the highest cuxpent
priorities. All these direct conmtrols, however, have proved rather ineffective,
and. the compulsory system is declining. xabor is ong factor for which price:has
remained the primery alloca.tional znachaniam. A s}rstem of incem ive “picee" vbge
rates prevails

Since virtually every Soviet citizen except the. conective farmer is on
the payroll of the state, the state hag direct control of most income. Through the
system of texation and obligatory deliverles the state hes a feir degree of control
of the income of the collective farm hougeliplds. In recent years the state loans
(compulsory interest-free logns with s lottery bonus festure) are estimated to have
absorbed the equivalent of ope month's eslary for all vege earqers.  Hovever, for
1953 the Malenkov regime cut' the loem in half. . Thy turnover tax algo sbsorbs a
considersble portion of household income. The state collects a{ very substantial .
tax from the proffits of the state-ormed entez-prises s Bome g0 biJ 1lion :fphles out of
8 plsmned total of 111 billion vubles in 1953. 'The mnortizat i ellovences of the
enterprises and the grea:ber part of profits efter takes ere invested by the enter-
prises in sccordsnce with the ptate plan Only a amg.ll fraction of the profits
accrue to the ma.qa@ers' fund, yvhich may be used for var:i,ous worker bepefits. - Collecw
‘tively these sturces comprise the lergest part of the' na.ti.on 8 :Invesmem: funds
vhich axre, then, al}.oca:bed in the All-Unlon budget. S

 Foreign trade is & ata'he monopoly, which hiatorically hes served several
purposes: (1) to igolste the intemal market from the extemq;; {2) to adjust for
Soviet deficiency in capital goods, materials, and technicel services needed for
the fulfiliment of. plans, ané. {3) to serve as an justrument of Soviet foreign policy.

- - Through the Ministry of State Reserves the state tokes control of a laxrge
inventory of materials &nd equipment in the USSR. The fynctlons of this inventory
are to sdjust for plaming errors, ¢ compensate for fsllure to meet production
goels, to regulate the flovw of rescqxces to insure against hoerding, end to provide
& stretegic stockpile. Although the maintenance, of this inventory undoubtedly
involves & large soclal cost, the Swiet governmgnt bel:!.ew:‘es thet the sociel cost
of lost production snd hoarded resoumcea wou.m be even’ grea.ter.

" The lifeblood of this vast Mction an& alloce.’cion process 1ls imformation
and control The USSR has a large ond:very cqmprehensive statistical reporting
system. Soviet handbooks deseribe statistical forms which are to be submitied
at frequeat intervals to the Geatral Stat}stlcal Dirsctorate in Mcscow for rvepori-
ing everything from the number of beeﬁives on r,:ollectlve ferns to the output of steel
plents.

The comtrol and verification appa;‘atua of the state has three basic parts:
the banking system, the verification and pupi‘{::}.vs ministries, apd special steffs
for particular pwrposes. In addition, the Comtmpist Parky orgenization constitutes.
en independent and parallel con’crol and. véri,f;to@tion apparatus.

Y ¥

The state~-owned banking systent: contrpq,a long-term and short-term credit
for every sector of the econcmy in a.ccordgmce v{i plans. All working cepitel and
investment eccounts and tremsactions are ontrolled with & view to enforeing the
plen. The banking system, together with )}j‘ o8t sccounting apparatus, operates
the monetery side of the plen to provide whg:r. & known in Soviet terminology as
"control by the ruble.” The state heg; of uése, a similar monopoly of &ll banka.
ing end credit for private individuels: : .

The specialized verification miniatme i pre exemplified by the Ministry
of State Control, which hes swesping p&wbzvs tc,; investigate violations of procefure
and general lexity or inefficiency thrmng}xg 4he economic structure. Violaetions




way be dealt with by administrative recommendations to the central organs or by
referral to the Procurator Genersl for prosecution, or by both means, depending
upon the situation. The Ministxy of Justice and the Procurator General are con-
cerned with the violation of sconomlc as well as civil and criminal law.

The Council of Collective Farm Affalrs is an example of & special staff
for a speciml purpese. The council was created after the var to rectify the
encroachment on collective farm land by the private plots which had taken place
on a large scale during the war, snd to provide conbimuous surveillsnce of the
collective farms. The Soviet extreministerial control staff somevhat resembles
e US commission but also has punitive powers. ...

Finally, the Commumist Party acts as an organ of comtrol and verification
of everything, penetrating the govermment, the secret police, the trade unions,
the collective farms ~- in short, every aspect of Soviet life, economic Or political.
The Party of course reports to the Party Presidium, which controls the entire
state apparatus.

B. European Satellites. : #

The Soviet long-term economi¢ program for the European Satellites envisions
thelr complete transformation into planned economies on the Soviet model. Although
this goal has not been achieved, the degree of socialization in the Satellites
is such as to provide the basls for centralized direction of the economy. The
principal difference between the Soviet and Satellite economies is that a larger
porportion of industry, trade, and agriculture is still in privete hends in the
- Satellites. While the muber of private firme is still fairly large, thelr con-
tribution to industrial production is relatively small. In Bast Germeny, about 20
percent of gross industrial output is produced by private {irms, most of which are
handicraft firms such as bakeries and dressmaking and woodworking establishments.
In Czechoslovskia, all firms employing more that 50 persons and all concerns of any
sizZe operating in lkey industries have been nationalized. A substantisl port of
revail trade ie still carried in private hands in several of the Satellites.

Probably the greatest variation in the degree of socialization among the
Setellites is in the field of agriculture. East Germany, with spproximately 18
percent of erable land collectivized, has the amallest degree of socialization of
agriculture, whereas in Bulgaria about 60 percent of the arable land is collectivized.

The existence of a larger private sector in the Satellite economies than
in the USSR mekes very little difference in the degree of control exercised by the
govermnents over the ecanomies. The private sector of industry and trade not only
is small but alsc is fragmented. In each of the Satellites the sociaslized sector
of the economy controle all basic, large, and strategic industry as well as all
commercial transportation, communications, banking, insurance, wholesale trade,
ard. foreign trade. Private trade -and industry are effectively controlled by taxa-
tion, and the allocation of raw materisls ig controlled by the central goverunent
In ggriculture, comtrols teke the forms of taxation, compulsory delivery quotsas,
allocation of seed and other supplies,-and the ownership of virtu,ally all agricul-
tural machinery by the Mechine ‘I‘ractor Statmns. S

Probebly more is lknown ebout the process of economic planning in East
Germany then in the other Satellites. Since each of the Satellites explicitly
nodels its economic planning onh that of the USSR, the process is probably quite
similaxr throughout the Satellites. The greatest degree of difference is probably
in the process of price formstion. Each of the Satellites inherited a price
structure from its eapitalist predecessor. The speed with which these price struc-
tures have been changed to sccord with Sov:.et practice has depended larnely upon
internal conditions in each Satellite. <7 "

According to the VWest German Minlstry for All-German Questions, the
Bost German Stete Planning Cormission hes teken over the forms, nomenclature,
and commodity code unchanged from the Soviet models. The same source reports that
Bast Germany and each of the otber European Satellites receive yearly from the
USSR mandstory goals for the production of kéy products. These mendstory goals
comprise the most important products of the basic and machine building industries.
It glso is reported that the USSR dictates investment and import and export plans
in considerasble detail.

-5
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The mandatory production, goald dictated by Soviet suthorities are expanded
by the State Planning Commission-and then transmitted to the responsible minis-
tries. The ministries spell oub .the goels in more detsil and transmit them in
turn to the nationalized firms.':The nationalized firms then work out requirements
plans incorporating the meterisl] labot investment, and subsidies necessary to
meet the Plan goals. The requi; f?ménts ‘plans follow the same route back to the
State Planning Commission, and ;r‘é 8ijusted at each higher administrative level.
The State Planning Commission theh "baleices" the material requirements with avail-
able resources and, in consultatibp with ‘the Ministry for Finance, draws up plans
for production, investment, finahte, export, import, and supply of materisl and
labor. The individusl plans eré reported to be synchronized exactly in quantita-
tive terms only with respect to the key positions laid down by the Soviet authorities.
For other products, only a generélx aggregative balancing tekes place.

In East Germany, productiph is planned for key products in quantitstive
terms end also in terms of plan brices, or Messwerten. Plamning of other produc-
tion is largely ip terms of the'Mgsswerten only. The Messwerten are based on
the prices used in the 1950 Plaj;, which were, for the most part, current prices.
The Messwerten were fixed for thé duration of the Five Year Plan and were intended
%0 take the place of & price indéx -- that is, to permit the measurement of the
change in production in constant.prices. After the conclusion of the current Five
Year Plan in 1955, the Mésswerten will be abandomed, and planning will be on the
basis of prices during the precedl ng year. It is planned to gradually recalculate
all prices on the basis .of the Marxian labor theory of value. The Soviet ‘planners
do not seem to bave solved in théory the problem of expressing relative scarcity
in the price system. In jractide the prodlem is partially solved on an ad hoc
basis by menipuleting the turnovek tax ratés on retail sales and by the use of a
priorities system for allocating raw matgri}als within the nationalized economy-

The “belancing” of planned production and material requirements by the
State Planning Commission is intended to match supply with demand but has not
succeeded in achieving this result. Goods Which could rot be sold {at fixed prices)
have been produced according to plan, while at the same time rav materials used
in their production have been in short supply. The import and export plans seem
never %o be fulfilled on time end raw material shortages are chronic. East German
law provides that within e month after the distribution of Plan gosls to the firms
they must complete contracts with other firms and with import and export sgencies
for both their material requirements end the sale of their production. This has
not worked in practice either. Im short, the planning procese is mot efficient,
but it does work for the achilevement of a limited number of high priority goals.

Financial plauning in East Germeny, and probsbly the ¢ther Sstellites as
well, serves the purpose of control rather than diréection, thé latter being deter-
mined by the production plan. The progress of production is thecked not only by
a myried of reports on physical production but by the flow of credits through the
banking system. The East Germens have tried to limit the use of cash to payment
of wages end purchases at retail. Sincé the ¢entral bank knows the wage bill,
retail turnover end savings of any given period, the bank can theoretically cal-
culate the amount of cash being hoarded or going into illegal trade.

Many aspects of the economy are plammed other than production and finance.
The national plans include such factors as research, trensport, lebor productivity,
cost reduction, scale of living of the populetion, health, culture,: and sporss.
Each firm must drew up a yearly plan covering its contribution to emch part of the
nationel plan. The paper work involved is eﬁ’o:'mous.

The incentives offered both labor and management to fulfil plans are a
combinetion of rewsrds and penaltiecs. Management receives high salaries, privileges
with respect to housing and rationed commodities, and less tangible honors of
verious kinds and, on the other hand, is glways in danger of being prosecuted
for economic sabotage if plans are not fulfilled. Labor is paid on & piecework
basis wherever possible. Workers are given extra financial rewards if they
exceed production norms end thus provide a basis for ratsing norms. Ideological
propagenda seeks to convince workers that only by working herder snd submitting
to the regulations can the general welfare of the country be raised. On the other
hand, the lnefficient worker is threatened with being drefted into the army or
sent to prison for economic sabotage or {in Eest Germany end Czechoslovakia) is
threatened with being sent to work in the uranium mines.
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The instrument used by the USSR to force these conditions wpon the popu-
lace of the Satellites is the communist parties of those countries » ¥Which are in

the Sgtelliteé has been Soviet ovnership {complete or partial) of some of the most
important corporations in the Satellites. These are being returned to local owner-
- ship. o

C. Communist China.

‘,:?‘}.. U : . . .

‘The best way to summarize thé'c pese. economic organization and adminis-
tration is %o characterize it ag 4n embryoric Soviet system. While the fully devel-
oped. structure may prove to have some' significant differences in detail, on the
basis of present knowledge it must be presumed that the essentials will be the
same. Indeed, one of the more notable Scviet fechnical exports is its system of
economic administration. After the basie ideology it is probably the strongest
vnifying factor in the Soviet Bloc. S s

. vy e R i b B . . e

Although meny details are not kpowm, it is clear that in China, as in the
USSR, the Communist Party controls the eeonomic-activities of the government appara-
tus. As in the USSR, one:of the principal functions of the state is the edminis~
tration of the econgmy -~ that is, supervision over the production and distribution
of goods and services. However, in Communist Ching the degree of state participa-
tion in production end the effectiveness of the control of resources allocation
are considerably less then in the USSR.- T

" In China,as in the USSR, the Communist Party determines the major elements
of national economic policy. Instructions are passed on to the Government Adminis-
trative Council {GAC), %o which the State Planning Committea is attached. This
comnittee is still very inexperienced. Fellure to publish the current Five Year
Plan is probably due to the ‘tentative or provisicnal nature of memy of its goals
and the lack of detailed elaboration of the major targets.. In direct line of
command below the GAC is the Committee on Finance and Economics {("FE}, to which
the economic ministries,are subordinate asnd to which the Central Statistical
Bureau is sttached. The organizetion and functions of each ministry are roughly
analogous %o Soviet models. At this point,.however, very significant differences
appear, for the Chinese Communist state owns. but *a part of the modern industrial
sector, and virtuslly all agricultural production is in the hands of individual
Ppeasants.

The share of the state sector in total industrial production is best
summarized by the following quotatidn from the. communique released. by the Central
Statistical Bureau: : :

Of the 1952 total valie of output of State-ovhcd and private indusiry,
State~owned industry accounted for 50 perdent, Joint State emd privately
owned industry for 5 pereent, cooperatives for 3 percent, and private
industry for 42 percent. Of the total value of output of the larger
State-owned and private industrial enterprises, State-owned industry
accounted for 60 percent, Joint State and privately owned industry 6 per-
cent, cooperatives 3 percent s &nd private industry 31 percent.®

However, indirect controls are extensive: (1) the state has a monopoly of all
banking) {2) the state is the largest single customer for the private sSector, end
3) the” state controls & large part of the supply of goods and services to the
private sector. Almost all new construction ia concentrated in the state sector.
All reilrcads, airlines, telecommtinicetions » and most of the shipping is owned by
the state. A few banks ere still privately owned, but the state controls their
operations.

State control of agriculture is exercised through the political control
of the countryside, Drimarily by heavy taxes im kind and by various changes in the
ownership of land under the program for "agrarian reform! With the exception of
a few state farms in the Northeast aend Northwest, all agricultural production is
carried out by the individual Dpeasants. The state also exercises an important
measure of control over peasant agriculture through state operation of tresmsport
and trade channels.

# FBIS, 2 October 1953, pp. AAA 19-20.
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In the case of producers’ saods and essankin) rav meterisls the centrel
planudng organe are sble t0 exexd more comdrol. Allgostions of thess resocuroes
are made by the Committes on Fintnse end Econmmics. Apparensly she Soviet system
of fupded camnodities provides the model, altbough the Chinese hsve yet to work
out a suitable gystem of !.nput-wtput noMms .

Consequently, the carAval plesniug owgans eem to have considersble
aifficulty in meking estimekes of 41y oapdvel goode requirememgs for their
Investmert progran and the fndirect s of these requiremerts on the cconomy.

Goods and eservices which wre not centyally slloowted snter the fres market, except
for eertain agricultural cmodiuu m state~owned distribusion channcls dominate
trada.,

The. state has an effective amirszut for determining the eggregete volume
of saving. Revenue from the sgriculturil tem in kind is estimated at spproximately
30 midlion tons of graln per year, sud sn BEALICRAL weowt of grain; estimsted &t
10 zdllion toms, 18 obtalned in exohenge fow commmers' goods which the stete pro-
ouwres at vholesule prices. The fimancial operetions of private end govercment
corporations are reqitired to pess through the stase benking system, thus permitting
the central muthorities to monitor el control, the sconmay of $hese enterprises.
Bence $he collection of ¢exes on dusissss profiks is relastively simple, and thepe
texes total about TO peroent of total dtate imeome. Foreign trade is divided
hetween public and private corporstions, s all financial operetions of the latter
are ggain handled by the state-controlled banks.

Govertment mm«m in asc:l.c’ultm s primerily in irrigation, flood
contml, and, general conpervedbion work. With the exoeption of investment by the
peasantry and the smxll privade handicraf® sl service enterprises, state control
of investmert is virtuelly all-inclusive.

As far ms is known st precemt, stARe eserves ere limited to grein stocks.
Tt is likely that this activity will be extended as the economy dsvelops.

Little 18 lnown about the Chinese labor market. Apparently lebor is
allocated by manipulstion of wage rstn, vb:l.ch are sootrolled by the ventral governe
ment .

'rhe oparation of the mmm econoey is divectly superviged by the aco-
nomic ministries and their subordinkte agencien. As far as is known, there are
only two importent external orgeds ¢f comtrol and verifisation: ¢be banking systen
and the Party. The latter 1s cogandised iike che Camunizt Purty of the USSR end
hag its cene scattersd through the sbtire fubric of the soclaty.

% 1a importent to note one swaoinl &ifference here between Ccmmmt
China and the USER. Jn 1917-18 tha Russian pessant meds his own yevalution in
%he countryside -- he selized thw lapd abd brned the menor houses om his own
initietive. The Chinese pemsantyy, on ¥he other hand, was orgem&ze& to carry
out "land reform' by professional revaldsionaries, the Prrty "oadres," vho
accompanied the drmies of "liberstion" #nd ydud additionel recruite in the
villages et their work proceeded. B4 CBine, "land reform” wes a revolution from
sbove. These cadres now tonstitube the Il'mtp!l appazratus of political control
in the countryside.

. Thus the Chineae Cotumiists hms M established B fnix:!.v effective
mechanism for mobilizing investwent rescwrase snd for comtrolling the allocstich
of producers' goods ardl essential veaw materials. B induastry thed stete sector
is limited to the "commanding helghth,” tut credit mnd merketing controls are odm-
prehansive and effeckive. Agrionitore is by fur the weakest link im the coutrol
strutture.. However, the reginme 1s oupalile of collecting the grain tex in kind
and dces control investment in irrigetidn apd £100d control. In camparison with
the ocurrent Soviet modsl, the Ucmmmist Chinese system of sconomic planning end
control is as yet primitive end lpacuplede.
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Leononic Base. o

{

A glance at the resd;arces.witﬁ’ih % rders of whe Soviet Blpo i pugh. to
esiablish the Pact that ‘a formidable economic bage 1§ at the disposal - -of the
UBSR. The Bloc cumprises. the “hemriland” of Yhe:Buwasien land mass, with o PODL
lation of nearly 800 million as.compaved wit million in the U and 504 millicr
in a1l of North American and Western Europg,., s Bloc is emyirsly self-suffizient
in food. ~T¥ hag & hesvy industyy to the g BLon of which every govermmental
resouree is being devoted mnd possesses AparlV all the raw materials required ro
keep that industry alive. The Satdllite': onomies have been rurhlessly iute-
grated with that of the USSR in an effalt to colpensate for all points of weaknest .
in the Soviet irdustrial machime.” =~ ° )

=

&. Topulation and Ma.npower._’. Co i’

“

. - LA . aEeR
Collectively the ngiet, Bloe today i‘qp&udes twe of the three most populos
nationy in the world, the USSR and Cdumunist Shina. A deseription foliows,of Lhe
salient, features of the popuiafion end, labor force of the :lwee brosd geographicd

areas, the USSR, the Eurépna@dn"f‘;af,euités, ‘and Communist, Chine.
Y. LSER. T :

In 1953 *he VSSR With 210 militoy people rauks third sumong the ‘countmies
of the world. Ths 1950 poépulation vas ‘about. one-third larger than that of the 1.
Despite recurring turtylence ahd catadtrophe the vopuletion within the pre-1939
boundaries {that is, ‘hose esteblished by the Treaty of Brest-Litovsk) almosh
tripled, from 60 millionm in 1950 to 170 miiiids in 1939.  fSee Apperdix, -Teble 1. )4
By the end of 194C, annexstion added some 213 &kllicn people, principaily From
¥astern Poland, the Beltic Stmfes, and Northern Pukovina. Further annexations wers
made a' thi: clbse of World Wsr IJ. Roughly spesking, those annexssions replaced
the losses in the USSR which resul’t.ed,ihdi%;lg.g or, directliy from the uar. . - .
i -y .

- . .o s - — .

- As 1n ovher countries undergoing econumic development, birth sed dearh
refen have declined. The excess of births over deaths, hovever, has remuined hhigh
in 1939, 36 pércent of the population was under 15 years of sge, and abour .57 per- -
cent was lu the 15 to 60 age group. The proportionsl size of Lhis larter group
is expected to rise st least until 19585, |

 The soviet goverrment has tried 1o sustain a high birth rate. and. hes
sucveeded in reducing the death rate. Medieal care, vwhile inadequate, is free. -:..
Avertior was proscribed in 1935, and in the fol)owing year the govermment jssued
& comprebensive pro-saralist decree. ‘I‘h;;s' méapure.’(a_‘ strengthened the law pro-
hibiting abortions, (b} prdvided anmmual allowances for mothers of large families,
{e} made it more difficult o secure divorees, and {d) provided for wxpansion-gf
nurseries aid kindergartens. ot .

. Tas

: - Projections for the military age group {males 0 to 3k years of mge!
indicate thad the USSR will continue to. haye substantlally iarger Yeeerves .of mili-
tary manpower than the US. The 1993 estimate of persons in ihe SGvier armed
forces was 4.0 milliem,’ T L T T .

“As indicated in the Appendfk, Tdble 1,% there has beern a surplus of
women in the USSR. IDven before the war, in 1939 for cxample, there were. shout
7 milllon more womern: then: men. This Ambalance remained in 1950 anfl is expected
to continue for yesrs to come. . . '

r

MRS £ 0% ~ . S R

_ Under the Soviet regime, urbanization has proceeded at & rapid rate.
For 30 years prior 2o the introduction of -the’ Five Year Plsns the urban population
constituted Yess than =0 percent of the total. After 1928, in keeping with the
general industrial development program, a largg-scalé shift from ihe farps to urbap
areas wes encouraged and frequently Popded. By 1950, sbout 40 percent of the .
population-of the USSR, or -abéut 80 millidu™people, lived in wrban arcas. Ar the
Same tine the USSR has became a land of lsrge cltles. Between 1926 and 1939 the
number of Soviet cities of more than 100,000 population increased from 31 o 8z.

Estimanes for the total labor force very, s a result partly of scar-
city of official informsticn and partly of the existence of large rumbers of
political prisoners end umrepatriated prigoners of war. In other couniries the
labor coutributed by vrisomers is negligible, but estimates of the size of “his
foree in the iSSK range betweert 3.5 and 12 million people.

* P o below.
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The most recent census, in 1939, reported civilian cmployment of
76.4 million in a population of 170 million. The total labor force, however,’
including the srmed forces, slave workers, apd prisoners, was 90.7 million.
In 1951, something like 97 percent of the Soviet working population was employed
in state-owned enterprises or on collective farms. Excepting the axmed forces
the lebor force was estimated et 94 million 4n 1947 and at 98 million in 1953.
In the 6 yeers following 1947 the sgricultural civilien labor foree is estimeted
to have declined by 4 million, whereas the mopsgriculturel lsbor force geined
10 million persons. One noteworthy feature is that in this shifting process the
agricultural community seems to have lost a greet many essential skilled workers,
such as mechanies. K

Of the nomagricultural workers (see Appendix, Table 1), the concen-
tration in industry, mining, and construction 1z high, reflecting the emphasis on
heavy ipdustry in the USSR. The number of skilled workers is increasing, end
technical education programe are being expanded to sugment this group. The .
compulsory labor service education progrem for li and 15 years old has sharply
declined in receut years as the USSR bas gradually shifted to e broader technical
educational base for the entire population.

2. European Setellites.

The population of the Buropean Satellites is believed to have increesed
samevhat from 19:7 to 1952, from about 88 million to sbout 9L million. {See
Appendix, Table 2.%) The population increase in the Satellites between 1947 and
1957 is projected at about 6 million, @ rate of increase of 7.3 percent in 10

years, or less than half of the expected rate of increase for the USSR during the
- same period. Individual rates of increase for the Satellites range from zero in
the Soviet Zone of Germany to 22 per thousand in Albania.

In 1953 the number of males in the European Satellites in the 15 to LO
age group was 21.4 million. The mumber of physically fit males was 14.6 million.
The total on military duty in this year is estimated at 1.6 million, which is
compared with 4.4 million on militery duty in the USSR. '

- By 1957 the Satellites are expected to have increased civilian employ-
ment 6.4 million over the 1947 figure of 38.k million. This is & 16 percent in-
cresse énd 1s larger then the projected incresse in the USSR. As shown in the
Appendix, Teble 2, the increase will be a net incresse resulting from e decrease
of 1.9 million agricultural workers end an incremse of 8.3 million nonagricultural
workers. Jnvolved in this shift wlll be the more extensive employment of women,
since the increase in civilian labor force is approximately equel to the total
inerease in population for the period. Nevertheless, comsiderable additional
lebor would still be aevailable if average Riropean egricultural productivity were
attained in the‘ Satellites.

About 90 percent of the total increase in nonagricultural workers is
expected to be employed in industry, wmining, and construction -- those sectors of
the economy considered most vital by the Copmunists. The addition of 7.5 million
employees will result io a total of 16.1 million in these sectors im 1957. This
total is to.be compared with a projected 19.) million for this group in the USSR
for the seme year.

In 1952 there were 3.9 million skilled workers in the Satellites,
which is to be compared with 8.3 million in:.the USSR. There were 1.9 million
in the engineering, professional, and technical group in the Satellites and. 4.9
miliion in the USSR. However, there were 4.1 million unskilled workers in the
Satellites as compared with 27.6 million in the USSR. The European Satellites arc
adopting the system of vocetionsl training which has been evolved in the USSR,
Under pressure for more highly trained personmnel, they are also accelerating per-
sonnel training by shortening the time before graduetion. The training system is
expected to double the supply of skilled labor and of englneering, professionsl,
and technical persomnel between 1947 and 1957.

3. Communist China.

Little is known gbout the population of China. There has never been
& census, ‘a8 we use the term. The latest estimaste of Chinese population in 1952,
which was promulgated for adoption and use, is 476 million. (The Communists have
given the figure of 483 million, but this includes the 7.7 million in Formosa.}
#* P. 25, below.
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For several decades to come the possibility of population growth will

be determined by the extent. of control achieved over the death rate, since the
birth rate probably will remain high. If Chine improves the public health ser-
vice, the rate of growth might conceivably approximste that of India for the
1931-k1 period ~-- 1.5 percent per-year. .In'5 years this would raise the popuia-
tion by 35 million. TIndications are that by 1957 a total population of 500 .
million could be supported with only & slight lowering of the individuel celoric
intake per day. ‘ . .

The age distribution of & population is determined by the birth and
death rates. China with its high birth aend death rates probably has a ycunger
population than the major industrial countries of the world. Specific information
oh this subject i8; unfortunstely, npt available. One estimate, resulting from
surveys, indiccted thet 37 percent of the population is under 15 years ol4, 60
percent is between 15 and 65 years, and only 3 percent is over 65 years. The
sev ratio has been estimated at 110 males to 100 females. China possesses more’
then adequate military manpower. There are asbout 280 million persons in the
15 .to 65 age group. :

Although the majority of the Chinese people live in rural areas,
the totel urban populetion is among the lergest in the world. In China, about
73 million people live in cities of more than 10,000 population. In the US ia 1940,
60 million people lived in cities of equivelent size. Relative percenteges of
urban to total population for the two countries were, however, 10 percen’ for
Chira and 48 percent for the US.

Of a totsl lsbor forée estimsted et 229 million to 267 million workers
in 1950-51, sbout 85 percent (195 million to 227 million) were rural workers. Most
of these, or sbout 75 percent {172 million o 200 million) of the total lebor forze,
were farm workers. Ferm labor is difficult to classify in Chine, since much of the
labor is seasomel or part-time. For imstance, most of the 18 million fisherman
on inland lakes, rivers, and ponds probably ere pert-time farmers. From 20 %o 25
percent of the labor force i nonsdgricultural, only a smell part of which {possibly
3 million to 4 million) is enployed in modern type industry. In addition to this,
there are probebly about 12 million workers in the hendicraft trades.

Available materisl indicates tHat skilled labor is es scarce as commcn
lsbor is sbundait., In a fev categories of top level engineers and scientists there
is a limited supply of foreigh-trained Chinese, but in the fields needed for the
development of. heavy industries the supply is wholly inadequate for the proposed
expansion. To remedy this lack of trained personnel, the Chinese are adopting the
systenm of adult apd workers' schools and vocational high schools common %o the
Soviet Bloc. The demands upon trained manpower, however, are expected to be so
great as to jeopardize the successful completion of the plans.

- B. Agriculture.

Agriculture presents a unique and complex picture in the Soviet 3loc
countries. Of the approximetely 800 million people living within the Bloc, about
70 percent are dependent on sgriculture for thelr support. With its variety of
climate and soil, every crop known in the temperate and subtropicel zones cen be
grovn in the Bloc. Farms range from the fairly modern state and collective farms
of the USSR, often encompassing thousands of acres, to the tiny, hand-cultivated
plots of China. At the present time, production is sufficient to permit & sub-
sistence diet, some exports, and at least limlted state reserves of food.. The
situation in agriculture is discussed below for each of the major arees.

1. USSR.

The USSR occupies one-sixth of the total land surface of the world,
but little more than 10 percent of this area can be classed as arsble, and of
this arable land only about 65 percent is cultivated. Because of unfavorsble
climate, much of the land is unsuiteble for agriculture, and most of the erable
land is found.in the "fertile triangle" which extends from Leningrad to Odessa
to Leke Baikal. Sown acreage increased from 127 million hectares (1 hectare
equals 2.47 acres) in 1930 (1930 boundaries) to about 155 million hectares in 1952
(1952 boundaries). This expansion has taken place both through territorial acqui-
sitions and through the extension of the cultivated area into regions of erratic
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production. There is hardly a crop of the temperate and subtropical zones that

is not grown in the USSR. Grains dominate the crop pattern, and potatoes, sugar
beets, cotton, flex, feed crops, and sunflower seed are the most important nongrain
crops. i )

" Soviet ‘agricultural policy has been the main obstacle to increasing
production. Since the Bolshevik Revolution a vicious struggle has been waged be
between the Communists and the peasantry. Following the disastrous attempts of
the Communists to collectivize the peasantry forcibly in the early 1920's,
agriculture enjoyed a period of relative independence and prosperity. But the
strange anachronism that “capitalism existed in the village alongside socialism
in the city" caused a vigorous renewsl of the collectivization progrem in 1928.

By 1940, 20 million farm households, comstituting 97 percent of the peasant
population, had been amalgamated into 236,000 collective farms. . Further: amslgema-
tion reduced the mumber of collective farms to 94,000 by 1953

At present, collective farms aecounb for over 90 percent of total
Soviet sgriculturel production, state farms accounting for most of the remainder.
State farms are operated by the state, with the farmers being paid fixed wages.
Colléctive farms represent & pooling of the land and lebor resources of many
small pessant farms. Theoretically, a collective is a democratic institution,
governed by a model charter, but the obligations required of the farmers are such
that the collective has became merely a tool vhereby the state not only controls
the peasentry but also assures itself of the major portion of agricultural produc-
tion which has been necessary to implement the industrialization of the country.
Each worker is paid according to the amount and type of work performed, measured
in "laebor days,” the value of which depends upon the productivity and income of
the individual collective. BEach household has & private gerden plot and the right
to maintain a specified mumber of livestock. Because of its capitalistic nature,
the garden plot and privetely owned livestock have been & primary source of con- -
cern on the part of the regime. The eventual liquidstion of rural capitalism,
with the resultant complete dependence of the peasant upon the income of the collec-
tive farm, is the goal of the Communist Party of the USSR.

As a source of investment, soviet agriculture during the past two
decades has been forced to carry a considerable portion of the burden of the
industrialization of the country. Extensive mechanization, use of mineral fer-
tilizers, irrigation, and improved agro-techlmiques have resulted in only modest
increases in over-all egricultural production during the last 15 yeers. The output
of certain industrial crops has increased, however, reflecting the special emphasis
the govermment has pleced on them. Sugar production has inereased from 2.48
million metric tons in 1938 to 2.75 million metric toms in 1952, and cotton from
731,691 metric tons in 1938 to 874,000 metric tons {ginned basis) during the same
period. Grain production increased slightly from 88.5 million metric tons in
1938 to 91.6 million tons in 1952. Production of potatoes, vegetables, and live-
stock, however, has lagged seriously and has not kept pace with the growth of the
population. As a result of great losses suffered during the collectivization
period of the early 1930's and as a result of World VWar II, production -in some
sectors such as livestock {chiefly cows) is even less than it vas in 1928.

Mechanization, which was facilitated by collectivizatmn, released
millions ‘of workers for other industries. Machine Tractor Stations (MIS's) were
set up to service the needs of the collective farms. Tractors in the Mi!S's in-
creased from 66,000 units of 15 horsepower in 1930 (1930 boundaries} to 1 million
units of 15 horsepower in 1952 {1952 boundaries). Production of other agricultursl
machinery also increased during this period. The large incresses in agricultural
output the Soviets had envi'sioned. through mechanization, however, did not materialize,
because of the inefficient use of the machines. In 1950 the output of work per
15-horgepovwer unit was only about the same as in 1937, despite marked technological
improvements. Use of chemical fertilizers has incressed from 228,000 metric tons
in 1928 {1928 boundaries) to sbout 4 million metric tons in 1952 (1955 boundaries) .

Although during the 1952~53 coasumption year the available food supply
in.the USSR wes sufficient to provide sbout 2,800 calories dsily per capite, over
65 percent of the food base is represented by grains. There is & psucity of
potatoes end vegetables, which comprise less than 20 percent of the diet. The
scarcity of meat and dailry products is even greater; they comprise only gbout
5 percent of the diet. -
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During the past few months, significant shifts in sgricultural policy
in the USSR have occurred. The struggle for the immediate liguidation of the
private garden plots hes been relaxed temporarily, and production of livestock
and vegetables is being encouraged by a series of meesures, including the follow-
ing:

a. A grester emphasis on material incentives. Procurement prices
for livestock products and vegetables have been ilncreased. Taxes on private
plots have been lowered considerably and slight tax exemptions granted to
encourege the farmers to obtain livestock.

b. Incressed investment in machinery necessary for the cultivation
of vegetables.

c. Agricultural loans to provide more buildings snd barns on the
collective farms.

d. Individual responsibility , especially on the part of tractor
drivers, designed to increase machine productivity.

e. Improvement m agro~technigueg -~ more chanical i‘ertiliZers R
improved seed stock, and more agricultural and li.vestocl; sp@cia.'u sta.

In general, it can be said tha‘b the USSR produges su;'f’icient food
and -industrial crops for its own use, given & low standerd of living Despite .
the noted insufficlencies, the agricultura.l ecpnqmv haa ‘rigen from & helf primi-
tive to a fairly modern statug since 1928. ' Soym gcresge hag Jus)q. gbout regched
& peak, and the USER proposes o achiev subsequent increaseq in progquction’ by
increasing ylelds thrqugh a grea,t;;r use of Qhﬂnica.l fertilizers, by grester
mechanization, end’ by irrigation’ q.nd imprcved agm-techniques. With appropriate
prioritics the USSR pay be able within the '5or 6 years to acme\re ita goals
of providing more and varied :\?ooq. to the' popula‘ce axxd suffieient gaw ma‘&eri,alg
to the industria.l planqt -

2. EuropewSatellites " .1 s

The transformation of fe.rming in Eagt.em Em'ope from sma.ll mdepen-
dently owned p}aba to large Bociali,st enteryrises in the form of cpllectives and
state farms hes been the primary aim of the' Qanmnist govermuents egtablished &ince
World War II. The rate and extent ‘of soc:.a.lized faaming, bowever,’ varies consider-
ably among the Sate}.litea. ‘I'ha ‘percent of - agricmltural land farmed by the soeialist
sector rangés from approxmtely 1’5 percent in East Genna.tw to about 60 per«.ent
in Bulgaria.. X - R . :

Agriculture ha.s presexrced the CC:ummist 5ovemmenta with the greutest
problems in their atte;npt ‘o na.tiénalize the production facilities of the Satellite
economies. In implementing their gmbitious industrialization programs, the -
Satellites are d;egend.e%,\t pon the sgricultiure’ séator’ of the gconomy £0 - supply
-needed manpower axzpd lar; e shq.re of the equrts required “to finance imorts of
machinery and rey wmiteris fhe gethoda' uged by the o’veym;ems to release
egriculture mpanpwet to. industm and.- obtgl 1@} si.zable ghw;e of the’ 1ndigenaqs
production have heen c:ompulsory delivery qugta.s “apd:collestivization. "This policy
has had the overndll effect of depressing gricultural production instead of
1ncreasing production a.ccording to plans.

Despite Communist concern for inmcreased production, agricultural
output has not yet attained prewsr levels. Lack of nmtural and chemical fertili-
zers, shifts of population, snd the general apathy of the pessaniry brought on by
collectivization contribute to low productivity. Graines dominate the crop patiernm,
although considerable emphasis is being given to industrial crops, mainly suger
beets. Sown screages snd production for the Satellites as & vhole are given in
the Appendix, Teble 3% with a prewar ccmparison.

As a direct result of govermment policies and adverse weather con-
ditions, livestock numbers in the Setellites, like crop production, have not
reached prewar levels. Numbers of the primary meat-producing auimals, cattle
and swine, have suffered especially. Slaughter weights are alsc comsiderably
below the prevar level. This has resulted in a serious shortege for the indus~
triel population in xneat, fate, and dairy products. The primary emphasis of the

¥ 7.2, below.
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recently adopted "new course” s pertains to agriculture is placed on improviag
the animsl hughandry industry, oo ‘

) The mechanization of agriculburs: has been emphasized in the Setellites,
but with slight success. Iumbers of trachors and complementary equipment have
increased, but not to the extent celled for in the Planss To foster and support
collectivization, the mechanical dreft pover base must be inereased. This fact.

of the Satellites of the "new course” for egriculbure, Incremsed emphesis will
now be given to supplying agriculbure with move méchinery to velisve the labor
axd dref't power shortage Guring the next 2 years, -

The immediate outlook for an increase in egricultural production amd
"food supply in the Satellites is not very favoreble, despite the fact that invest-
ments and incentive goods are to be increased snd compulsory delivery quotas .
reduced. Cereals will condime to comstitute the major share of the diet of the
population, and meést, fats, and oils will remein in short supply. .

3. Commnitb Ghina,

Chinese sgriculture is characterized by too meny people on too little
lend, undercapitalization, intensive cultivation, end mrimitive technology. At
leaat 80 percent of the 430 million to 500 militon people in China live on the land.
The areble land of Ghins probably does not exceed, 357 million acwes, or 16.7 per-
cent of the total land ares, and the cultivated ares. {5 estimated et 272 million
acres. Thus there 1s gpproximetely 0.6 gcre of cultiveted land per person. To -
increase yieldd, much, of the culbtivated lend is irrigated. Cezeal grains; potatoes,
and other foods derived from plents consbitute 85 to0:90 pereent of the totsl food -
supply. In most areas of Ching, 1ittle is provided beyond the minimum dally
caloric intake necésshry for survival, and &he diet 1s usually deficient in ome

or -.more of the mutritive sleménts essentlal %o optimm health. Chinese sgriculture,
morsover, is extremely susceptible o $he vegaries of nature. Much of the
-agricultural piroduction 1s concentrated in river lowlands, where 1t'is subject

to floods. Drought frequently occurs in the plains of North Ghina, typhoons often
ravage the cotidtal areas, insect peate are mmwrous, and insecticifes virtuelly -

-7 - . The Chinese Cammmnist "ihnfl reform" progvem has been & vevolution from
sbove, organized in the villages,‘b&-.’g&dres of professiocual Commmist revolutionaries.
As a result of thic "reform" the svdtage size of the Chinese farm has been slightly
reduced, which makes dhe acouisition of capital equipment even more G1fficult then
before. The Communists have encourafied several forms of mtual cooperation in -
agriculture. - The dooperative forms range from seisonal pooling of labor with no
change in ownership of land or impleménbs 4o Joint ferming of pooled lamd hold-
ings with conmon ownersiip of some Implements and drafipover. Ownership of. the. .
lend even it the most edivanced form is s6ill retained by the individusi.

. The burden of the sgricultural tax in kind (levied at progreésive,
rates) is believed to be heavy. . It is estimabed that 30 million mstric tons of
graimére collected in taxes each yeur, and 10 milifon %ons 1n addition through
the state codperative Hetwork. This represents ons of the most important. sources
of incame %0 the state: the grain tax provides the food for the oities and the
ermed forces, and the prinsipal source of forelgn euchenge. It is believed that
the agricultural sector Accounbs for as much as 75 percent of the exports of .
Commnist China, the Bulk of which are used ko pay for imports of capital goods
from other Soviet Bloe countries. ' ; ~ .

. The Chinese Commmists, however, have two solid mchievements to their
credit: (a) they have encrgetically coninved certafn Nationalist-initiated flood
control and irrigation projects, such as the Hval River project, and have begun
others with a consequent increase in the botal-Lrrigsted ares, and (b} they have
improved the transporbetion eystem so thab surpluses can be shifted to defictit

-ereas. In 1952, produétion of the mhjor egriculbural crops approximated prewar

‘ Coliectivisatiod of egriculture remains the explicit objective of
the Chinese Communist Party. Apparently it will be delayed for some time, almost
certainly until the next Five Year Plan, which should begin in 1957. One must
presume that the cost of collectivization in lost mroduction and in humen lives
would be even more appelling in Chine then in the USSR.

- -
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Production of Major Crops in Comminist China
1949-5¢2

Thousand Metric Tons
1949 1350 1951 1952

Grains a/ 104,310 107,810 106,840 111,890
Potatoes b 24,500 28,987 31,490 34,221
Cotton ¢ 370 529 653 609

e. Grains consist of rice {psddy}, wheat, oats,
corn, millet, sorghum end other greins, kaoliang,
and barley.

b. Potstoes are approximately 85 percent sweet
potatoes and are not on a grain-equivalent basis.
.¢. Cotton as shown here is on a ginned basis.

In attempting to increase the productivity of Chinese agriculture
the Chinese Cammunists face a difficult problem. With the exception of irrigation
and flood control measures, the Chinese Communist actions to date probably have
tended to aggravate rather than to ameliorate the basic difficulties. It is
highly unlikely that the planned increases in production over the next few years
will be achieved. Also, it is doubtful whether the Chinese Communists will have
aveileble the resources necessary for mechanization for a good many years, perhaps
a decade. Unless its position in natursl resources improves greatly, it is
highly unlikely that in the pear future China will be able to support the degree
of mechanization of agriculture which obtains in the USSR.

C. Industry.

The development of the industrisl base of the USSR has been the object of
much attention on the part of the Soviet planners. As the Satellites and Chins
were brought into the Soviet Bloc, a simllar emphssis was placed on their. indus-
trial development. The pattern followed is first to place greatest importance and
:highest priority on hesvy industry and producers' goods. In the USSR the 1930's
were devoted to. the egpumulation of basic capital equipment, . especia.lly by - impor-
tation,with concomitent emphasis ot fetlnical ‘tratning of the labor force. The
USSR 1s now in a position to go forward-in-gs rather balanced fashion, with primary
reliance upon indigenous resources. ' The future pattern can be expected ‘to s.how B
relatively more anpha,sis on basic materials, including energy, reguired to support

. 1t8 industrial mbbhiné.>- ‘However, the current "new course" indicates an evolving
change in . the direction of ma.kmg " ’sﬁ%ﬁm eﬁﬁm@m equip and expand consumers'
goods industries. Im the follotring.sections the 1nc1u$f Tél‘!‘*bm +of,the Bloe will
be described under the headings of energy, metals ’ cement, chemicals . rubber,

manufacturing, and.militery end items. o T
1. Energy. 3 - C ' ‘f o

The potential energy resources of the Soviet Bloc are adequate to
support"” ‘sizeble increases in industrial capacity on & long-term basis. By and
large, coal 'is the main source of energy in the Bloc. Reserves of anthracite,
bitumihous coel and lignite are very. large and are thought to be adequate for
almost a.ny conceivable future needs. . .

R

The long-term goal for the production of 81l types of coal :Ln the USSR

! is 500 million metric tons by ebout 1960. Total Soviet Bloc output of enthracite
and bituminous coel in 1952 was 372 million metric tons, of which 59 percent was
produced in the USSR, 30 percent in the Satellites, end 11 percent in China. From

i, 1940 to 1952, production in the USSR increased by 58 percent, to 220 million metric

' toms in 1952. In the Satellites the production of coal increased but little between

1940 and 1952, from 103 million to 110 million metric toms. This production, 50
percent that of the USSR, was confined mainly to the Silesian coal fields, which
are divided politically between Poland and Czechoslovakia. In 1952, Poland produced
76 percent and Czechoslovekia 18 percent of all the coal produced by the Satellite
countries. China in 1952 produced 48 million metric toms, sbout twice as much as
Czechoslovakia. In eddition to anthracite and bituminous coal, large quantities
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of lignite are produced. In 1952, outpit of lignite in the Bloc was 325 million
metric tons -- 82 million metric toz?’ in the USSR and 243 million metric toms in
the European Satellites. The largest Satellite producer, East Germany, accounted
for 73 percent of the total Satellite output. :

The emphasis placed on liquid fuels in the USSR is indicated by the
present announced intention to double crude oil distillation and crecking cepac-
ity between 1950 and 1955 in order to produce anmually 70 million metric tons of .
petroleum products. The limiting factor at present is not the inadequacy of crude
petroleum but of refining and cracking facilities. In 1952, production of crude
petroleun in the Soviet Bloc was 53.0 million metric tons, representing en incresse of
55 percent over 1940. The USSR produced 80 percent of the Bloc total in 1952. The
European Satellites, principally Rumania, accounted for substantially all of the
balance, with only token production occurring in China. In sddition to production
from erude petroleum, the Bloc produced about 2 million metric tons of shale oil and
synthetlc liquid fuels. East Germeny produced about two-thirds of this total, with
the USSR, Czechoslovekia, and, to a lesser extent, Chine eccounting for the balanca.

Soviet preoccupation with the development of sources of electric power
dates from the announcement of the Goelro Plan in 1921. Continuing emphasis on
thie energy source is indicated by the anmounced long-run gosl of 250 billion
kilowatt-hours to be met between 1960 and 1965. Production of electric power in
the Soviet Bloc in 1952 was 180 billion kilowatt-hours. Of the Bloc total, 65
rercent was produced in the USSR, 31 percent in the Satellites, -and only U percent
in China. "The Soviet output incressed by 144 percent between 1940 and 1952, to
117 billion kilowatt-hours, sbout 15 percent of which was hydropower. Output. in
China in 1952 was 6.3 billion kilowatt-hours. The European Satellites produced
56 billion kilowatt-hours in 1952, almost half as much as the USSR. Bast Germany
wes the lergest of the Satellite producers, accounting for 4l percent of total
Sstellite output. The next two largest Setellite producers were Poland with 23
percent and Czechoslovekis with 21 percent.. ST

2. Metals.

Since 1928 the growth of metals production in the USSR has been im-
pressive. By 1951, despite the effects of the war, production hsd increased
almost tenfold over 1928. As & result of the ambitious investment program, the
concentration on heavy industrial production and the growth of over-all indus-
trial activity, metal supplies in general seem to have remained tight. The
position in specific metals, however, is subject to considersble variation. Neither
the BEurcpean Satellites nor Chins hes so well balanced & position as the USSR, but
they do produce substantial quantities apd, in a mmber of important cases, serve
to round out the supplies of the Soviet Bloc as a whole.

Steel is naturally a major item of interest on the part of the Soviet
planners. -The USSR has announced a long-run gosl for 1960 calling for 50 million
metric tons of pig iron end 60 million metric tons of steel. In 1952 the USSR
accounted for 77 percent of Soviet Bloc production, having increased output from
18 million metric tons in 1940 to 3% million metric tons. Buropean Satellite )
production, which was 9.4 million metric tomns in 1952, was concentrated in Czecho-
slovakia, Poland, and Easst Germany. These three countries accounted for 26 per-
cent of the 1952 production of the Satellites. Chinese production was 1.2 million
metric tons in 1952, and it is on the increase.

Primary copper production in the Soviet Bloec, at 320,000 metric
tons in 1952, is believed to have fallen short of requiremenmts. The USSR is the
major source, having produced 287,000 metric tons in 1952, or 90 percent of the
Bloc output. This represents a 109 percent incresse over 1940. The European
Satellites contributed 29,000 metric tons, or 9 percemt of the total Bloc output.
Ching, a small producer, accounted for only 5,000 metric tons in ig52.

Aluminum, in addition to its use in the aircraft industry and for
long-distance electrical transmission, can serve sdequately in many instances as
& substitute for copper. The USSR in 1952 accounted for 89 percent of the total
Soviet Bloc production of primary alumimum. The Soviet output of 220,000 metric
tons in that year represented a 267 percent increase over its 1940 production.
The balance of Bloc production, 27,000 metric tons, was divided between Hungary,
22,000 metric tons, and East Germany, 5,000 metric toms. It is significant to
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note tha.t more tha.;i 50 pez‘c:eni of t‘he’ supply’ of bauxite evailable to the USSR
in 1952 wag derived from nonindigenous resources. Mgaryfgi;;ppqrted the Soviet
deficlency and provided the totel supply for the rest of tl’:e‘ Rloc.

;i i

"1

8 . i e

The Soviet Bloc countries are 1nt"ierdependent s i
of other metals. The USSR is the primary Blot source of the slloying msterials
necessary for highequality and special steels, ‘and 1is rrectically the omly source
of nickel, cobalt, and mangsnese, although Czechoslovekia end Rtmanis oroduce mincr -
amounts of mangenese. -Albania prodyced s}ightlysmore than 10°percent of the Bloc
supply of chromite in 1952, with Pulidrie end Rumanie providing minor amounts of
this material: China produced 7Q pPercent of the Bloc supply of tungsten in 195z,
and something like 10 percent. of the total Bloc supply of both molybdemm and vanadium,
the USSR accounting for. the balance: Tubgsten is particularly important both for
itself and in partial substitution for possible deficiencies in molybdenum.
Venadium is similarly-of soie importance as a substitute for cobalt. There is
some indication that cobelt axid nickel are in short supply in the Bloc ss a whole.

Zinc and tin 1llustrate very well Soviet Bloe imterdependence. In 1952
the Bloc produced 267,000 metric tons of zinc, divided almoat equally between
‘the USSR and the Satellites, Chinese production being insignificamt. The USSR
accounted for 49 percemt of Rloc production, end the Satellites 51 percent. Of
the Satellite output, Poland produced 93 percent. At that, Polish production was
only equal to its 1940 output and can be expected to increase considersbly by 1955.:
Tin production in the Bloc, &t 18,000 metric toms in 1952, was divided between the
USSR and Chinn, with outputs of 10,000 and 8,000 metric tons, respectively.

30 Cement- . . N i . .

The expanding production of cement, e key conmstructiom material, _
reflects the vest bullding program which is in progregs in the counttries of the
Soviet Bloc. Since 1940, Soviet production of cement has increased glmost three«
fold. 1In 1952 the USSR account&d for 60 percent of the 24,3 million metric toms
produced in the Bloc. Satellite countries eccounted for 33 percemt of this out-
put; while China produced the remaining 7 percent. :

b, Chemicels.

The general chemieal industry of the USSR zrew rapidly following the
program of irdustrialization. By 1948, production of chemicals hsd more than E
recoyered from the effects of the war, and production had inereased by 1951 to
roughly double the prewer peak. In the European Satellites the Soviet Bloc acquired
& chemical industry which is eubstantial relative to that of the USSR,

B

.. . Soviet production of sulfuric acid more than doubled betwéen 1938 and
1952, vhen output was 3,627,000 metric toms. In 1952, production in the USSR wms
75 _percent of the Soviet Bloc total, with a substantial proportioh of production
(23 percent) being comtributed by the Batellites, Czechoslovakia, East Germany,
aund Polend were the major Satellite producers, with outputs of: 300,000, 372,000,
and 330,000 metric tons, respettively. Insofer ds sulfurous matérials ave con-
cerned, the USSR probably is sélfesufficient, but the Buropean Satellites scem
to depend lergely on imports fiom the West. o

: Production of chlorine in the USSR increased from & megligible auount
1n 1930 to 261,000 metric tons in 1952. The Batellites outproduced the USSR in
this chemical in 1952, contributing 52 percent of Soviet Bloc production. The
USSR provided practically sll of the balance, or. 47 .percent of the Bloc total of
560,000 metric tons. The mejor Satellite producer was East. Germany, with 68 per-
cent of the output of the Setallite ocduntries. The uext largest Satellite producer,
Czechoslovakia, contributed 17 percent of the Satellite output . ,

Caustic soda production follows a similar pattern in the Soviect Bloc.
The Satellites outproduced the USSR in 1952, mccounting for 386 »000 metric tons,
or 54 percent of the Bloc total.' The rest of the Bloc output; 333 ,000 metzic tons,
vas produced in the USSR. Of the Satellite prodhction, East Germany comtributed
53 percent; Poland, 26 percent; Czechoslovakia, 15 percent; and Runania, the re-
nmeining 6 pereent. - '

On the other hand, the UBAR wes the mejér producer of nitric ecid in
1952, contributing 75 percent of the 1.6 million metric tons produced in the Soviet
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Bloc. The remaining output was in the European Satellites. East Germany produced
65 percent of the output of the Satellites, end Bulgaria and Bungary produced
17.5 percent each. ' :

5. Rubber.

Except for one synthetic plant in East Germany, the USSR is the only ‘
important producer of rubber in the Soviet Bloc. In recent years the Soviet Bloc
has imported substantial guantities of natural rubber. Out of the total of 171,000
metric tons imported in 1951, 64,000 tons went directly to the USSR. The USSR
also received a considersble part of the 74,000 tons imported by Communist China,
and the 33,000 tons imported by the Europecen Satellites.

Synthetic production is the main indigenous source of rubber in the
Soviet Bloc. In 1951 the USSR produced 77 percent of the 224,000 metric tons
of synthetic rubber produced in the Bloc. Esst Germany produced practically
all of the rest, of which over 40 pertent {21,000 metric tons) went to the USSR.

was produced in the USSR. For lowegrade formulations, the rubber supply of the
Soviet Bloc was sugmented by the reclamation of 68,000 metric tons of rubber,
including 50,000 tons in the USSR.

Generally speelking, the Soviet Bloc has excess blending and fabricating
facilities. Through ellocation of stocks, the USSR can gulde the production of
finished products according to its interests.

6. Mamufacturing.

Prewar growth of Soviet production of machinery and equipment wvas
much more rapid than general industrial growth. Output increased sevenfold
between 1928 and 1937. The 1937 level was regained in 1947-48, and production
hes since increased to the point that in 1951 it was 17 times grester than the
output in 1928. During the same period (1928 to 1951) the output of the light
and textile infustries increased only about two end ome-half times.

|
Also in 1951 & negligible amount of netural rubber, 2,600 metric tons,

In 1952 the Soviet Bloc produced 157,000 tractors, 439,000 trucks,
and 95,000 freight cars, prineipally in the USSR. The European Satellites,
mainly Czechoslovakia and Bast Germsny, produced 36,000 tractors, 29,000 trucks,
and 25,000 freight cars.

In other importsnt categories, the European Satellites accounted for
& greater proportion of the total production of the Soviet Bloc. This srea in
1952 accounted for 60,000 of the 145,000 machine tools, 8 million of the 2h million
kilowatts of electric motors, 1.7 million of the 5.9 million kilowatts of elec-
tric generators, 1,087 of the 3,336 steam locomotives, and 195,000 of the
667,000* gross reglstered tons of merchent ships produced in the Soviet Bloc.
The contribution of the Chinese Camminists in these categories vwas limited to an
estimated 5,000 machine tools apnd 102,000 gross registered tons of merchant ships-

7. Military End Items.

Production of militsry end items in 1952 tended to be concentrated
in the USSR. The USSR produced 203,000 standard displacement tons of naval vessels,
while the rest of the Soviet Bloc produced only 13,000 toms. The Soviet output
of 13,000 artillery pieces was the major Bloc contribution of this item; 720 pieces
were produzed by Chinse and 600 pieces by Czechoslovekia. The 1952 estimated pro-
duction of tenk and ssseult guns was 10,950 units, &ll produced im the USSR.

D. Transportetion.

Before the war the increase in the volume of rall and water transport
outstripped the rate of industrial growth in the USSR. The great distances and
the relatively adverse distribution of resources have created large demends on
transportation. This growth has taken place despite the regional self-sufficiency
policy of the USSR, which has as one of its aims the "bringing of industry closer
to the sources of raw materials and to the consuming ereas in order to eliminate
an uneconomic and excessively long freight haulage.¥#

# 1951 data.
/ #* Balzak, Vasyutin, and Feigin, Economic Geography of the USSR, New York,
[ MacMillam, 1952, p. 137.
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There are indications that this thinking may have led to some suppression
of investuent in the transport field. A degree of self-sufficiency has been
sought in fuel supplies, particularly in the Soviet Far East, where strategic con-
siderations are importent. The Soviet authoritles have in fact recognized the
benefits of reglonel specilalization of production, with a consequent increase in
transportation input per unit of national product and some resultant congestion
in the transportation system.

The BEuropean Satellites are rather well endowed with tramsport capacity.
The Chinese system is quite inadequate, and expansion of capacity is currently
being emphasized. In the Soviet Bloc as a whole, rail transportation ctmnecting
the three major sections is compliceted by transloeding or by the provision of
speciel arrangements such as edjusteble axles made necessary by the differences
in gauge.

The utilization of inland water transport has grown with heavy industry
and has been encouraged by the construction of such projects as the Volga-Don
Cenal .

The fact that the 1951—57 growth in rail and water transportation is not
expected to keep pace with generasl industrial expansion may be explalned 1n part
as indicating an increase in the utilization of truck transportation, especially
for local traffic.

Pipeline transportation has not yet ‘achieved eny position of prominence
in the Soviet transportation system.
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IIX; Major Trends in Economie Policy.

The major economic policies ‘of the ;Svoviet Bloc countries, as reflected in
their current economic plans, include the following.

A. In the USSR,

1. Continuing repid expansion of the industrial base of the economy.
The amount of resources allocated to gross investment in recent years has not
only increased in absolute terms as gross national product has risen but has slso
represented an increasing percentage of the total (see the Appendix, Table 4#).
Some shifting away from grandiose plans for the transformetion of nature, such
as the grand Turkmen Canal, is evident in the distribution of investment funds.

2. Provision of adequate supplies of modern equipment for the Soviet
armed forces and, to a lesser extent, for the Satellite armed forces. Since no
gsignificant increase in the size of the Soviet militery estasblishment is apparent,
the emphasis probably haes centered on modernization, air defense, and the pro-
duction of unconventional weapons.

3. An increase in comsumption. Only a modest fraction of the year-to-
year increase in total output has been permitted in the consumers' goods sector.
As a result, consumption constituted a declining proportion of gross national
product between 1938 and 1951, as shown in the Appendix, Table 4. Since the rate
of increase in consumption exceeds the growth in population, a modest improve-
ment in the standard of living during this periocd may be inferred. The Fifth
Five Year Plan and recent policy pronouncements indicate an intention on the
part of the regime to accelerate the improvement of the living standsrd. While
it is possible that consumption in 1955 mey sbsord something I1ike the proportion
it did in 1938, the expectation is that total output will have almost doubled in
the interval.

L. In the industrial sector of the eccnomy, concentration on the pro-
duction of capital goods rather than consumers' goods and high priority for the
supporting sectors of transportation, communications, and construction.

5. In the agricultural field, some expansion of production, primerily
through capital inputs. This expansion is 'subsidiary to. industrial growth and
has resulted in little more than maintenance of per capita food supplies at
historicel levels.

6. Emphasis on education and trainipg of engineers and skilled workers
to inculcate the more efficient techniques of production and increase labor pro-
duetivity.

7. Increasing integration of Satellite economies with that of the USSR,
This involves considerably more than exploitation of these countries by the USSR,
having the broader aims of speeding the industrial growth of the more important
Setellites and taking advantage of their special capabilities to attain the greatest
over-all economic power for the Soviet Bloc. Although there is some effort in the
direction of promoting regional self-sufficiency, the advantages of s policy pointed
toward regional ‘specialization have not been ignored. Trade among the Dloc
countries has consequently grown considerably.

B. In the Eurcpean Satellites.

1. Broad efforts to complete the socialization of their economies,
particularly the nationalization of all important injustrial eand commercisl enter-
prises. Thus the long-range policy 18 one of transformation to planned economies
on the Soviet model, involving a high degree of centralized decision-meking and
direct administrative control.

¥ P.27, below.
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2, Substantial industrial growth, though not to the extent pursued in
the USSR because of the Satellites' more limited resocurces and thelr problems of
transition to economies of the Soviet type. Priority is given to expsnsion of
the metallurgical end éngineering industries to obtain capital goods for further
industrial growth, and to expsngion of implement and fertilizer production
to increase agricultural output. Production of cdnsumers' goods is permitted to
the extent comsistent with these objectives. (See the Appendix, Table 5,% for
data on the three most importent Buropean Satellites.) A "new course” in the
Satellites was inaugurated in Esst Germany in June 1953. Some measures to reduce
the rate of investment in heavy industry and improve living stendards were :
announced shortly before the riots of 17 June, and other changes in this direction
followed the disturbances. Similar steus have since been taken in the other
European Satellites. Communist officials have emphasized, however, that these
measures will effectively advance the program of "building socialism" and thus
do not indicate a change in broad economic policy.

3. Collectivization of agriculture as en ultimate goal. This is being
approached cautiously 'in the face of strong resistence from the farmers.

C. 1In Communist Chipa.

1. Pursuit by the mainland regime of the typical Communist objectives
of industrinlization, economic self-sufficiency, and military preparedness. In
the planned ex.ansion of industry, emphssis is placed on basic heavy industry,
coal, steel, electric power, chemicals, and machine building; on tecanical train-
ing in schools and on the job; on geological exploration to discover additionsl
natural resources; and on effective utilization of Soviet technical snd material
asslstance. Resources are to be diverted from the agricultural and consumers'
goods sectors through direct controls and through fiscal and price policies.##
Special programs for the economic development of Manchuria and the Northwest have
been adopted.

2. Bocialization of agriculture. So far, this has consisted largely
of the land reform program (that is, the confiscation and redistribution of
certain lands). This has been coupled with an effort of the government to
in¢rease its control over the allocation of resources to agriculture and over th
production snd distribution of agriculturel commodities. The orgenization of
mutual aid teams among the peasants has been encouraged, and toere is little
doubt that the ultimate aim is collectivization.

* P. 20”, below.
*% Gross investment through the government budget is believed to account for
a large part of the total expenditures of Commmnist China for this purpose.
The recent growth in this item and in military expenditures is shown by the
gollﬁwing data derived from the budgets for 1950 to 1952 and the planned budget
or 1953:

_..Billione of Current Yuaus
1950 ] {1951 1952 1953

Investment 17,356 35,110 73,699 103,528
Military Expenditures 28,274 50,656 - 42,777 52,254
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IV, Gross Production of Goods and Services.

The policies outlined in the preceding section are reflected in the growth

of the gross national product of the Soviet Dloc countries and in the changing

proportions of these products origineting in the various sectors of their

economies. By valuing their gross outputs over a period of years at prices im

the US in a given year, a common denominaior is obtained for measuring purposes,

the trend in physical output without regard to price chenges is shown, and ‘ -
- ©oviet Bloc-US comparisons are maue fiore meaningful. Calculated in this wey,:

the estimated gross products of the significant Dlce countries in 1938 (1936 for

China) and in 1948 through 1951 are as shown in the Appendix, Table 6,% with

US values included for comparison.

The following relationships drawn from the information appear to be most
signlficant.

1. The gross production of-the USSR was a little less than one-third that
of the US in 1951. Thig may be compared with the ratioc of about 42 percent
in 1938, when the US economy was still seriously depressed.‘

2. The combined gross production of the Soviet Bloc countries declined
from 90 percent of the US figure in 1938 to about 56 percent in 1951. These
relationships reflect the fact that, from 1938 to 1951, US output doubled
and USSR output increased by ome-half, while there was no over-all change
in the gross production »f China and the European Satellites.

3. Although the production of the Satellites had barely reached the pre-
war level by 1951, it sccounted for sbout 24 percent of the total production
. of the Soviet Bloc in that year, which is to say almost 45 percent as great
8s the output of the USSR. The largest relative increases since 1938
occurred in the Satellites with the smallest outputs -- namely, Hungary,
Bulgaria, and Czechoglovakia. ' The larger economies of East Germany and
Poland hsd not yet reached prew: production levels by 1951. Gross pro-
duction of “the Soviet Dloe co ies has increased substantially since
World War II. On the other hand » the annual rates of increases have
generally declined. VYear-to-year percentage increases in gross production
and the total increase from 1938 (1936 in the case of China) to 1951 for the
‘Dloc countries end the US are presented in the Appendix, Table 7.##

These data on gross production do not, of c_ourse » indicate the extent of
changes in labor productivity, because the sizes of the labor forces are not
taken into eccount. Similarly, the data do not show how living standards are
affected, because changes in total population and in the portion of national
output devoted to capital formation and military expenditures are not reflected.
The population of the Soviet Dloc 1s increasing at a slow and decreasing rate
and was in 1951 only S or 6 percent higher than in 1938. Rates of change in
the production of goods and services per capite in the Dloc are therefore only
slightly less than the rates for the aggregate production.

It should also be noted that gross production cannot be equated with the

. success which a countrv mav have in attaining a certain rate of srowth in its
productive facilities (which will have its full effect on production later) or

its ability to support a certain level of military spending. Levels of capital
formation and militery spending depend fundamentally on national policies con-
cerning desirable or necessary living stendards. Soviet and US policies in this
respect and the relative living standards in the two areas are such that the rate
of economic growth and of military expenditures in the Soviet Bloc is much greater
as compared with the US then the gross producticn data suggest.

It is useful in this connection to consider the pcrtions of gross product )
generated by the major sectors of the Soviet economy. The percentages of gross
product originating in the various sectors in 1948 through 1951 are shown in
the Appendix, Table 8.%%#% The figures make it clear that the pattern of pro-
duction in the USSR has given incressing emphasis to industrisl, transport, and

¥ P.29, below.

#* P .29, below.
#%#  P,30, below.
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commnications activity. Conversely, a progressively smsller share of the national
product has been accounted for by the agricultursl, services, and trade sectors.

Though the corresponding percentages are somevwhat different for the Satellites,
these over-all trends of the Soviet economy are generally descriptive of their
economies as well. ' i

Within the industrial sector, Soviet policy has called kristorically for sn
accelerated growth of .production facilities at the expense of comsumers’ goods .
This is illustrated by.recent annual percentage increeses in the two components
of Soviet industrial output, as follows:

Total
1948 to 1949 1949 to 1950 1950 to 1951 1938 to 1951
Producers’ Goods  20.0 18.3 10.6 96.3
Consumers’ Goods  11.8 11.0 8.4 29.1
Totel '
Industrial '
Production 18.0 15.2 . - 1.8 72.7

The current Five Year Plan calls for a 65-percent fncresge in the output of cone
sumers’ goods and a 7O-percent increase in the output of beavy i{ndustry in 1955
#s compared with 1950, inlicating that a serious ettempt has been under way for
some time to redress the bolance somswhat in favor of condunption. The “new
courss" recently emnounced calle for an Acceleration in sonsumers’ gocds pro-
ducticn in order to reach 1955 gomls in 195k. :

s

P~
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APPENDIX

TABLES

Tuble 1

Dutw on Populstion wnd Employment in the USSR
Sedected Yeors, 1939-57 &/

Millions
193y 1947 1950 1953 1955  19vY
Popul tion 170.p/ 191 . 200 210 217 224
Moles &8 9.5 98 10l 10k.9
Fem..les 103 107.8 112 115 119.5
Militory -ge Gooup 3
{2C to 34 Yeors) 23.5 25.9 20.3
Sluve tubor ’ 10.0 8.0 6.0
Civilian Employment c/ 76.4 8.2 87 89.7 93.2
gricultural Iubor k5.7 52 50 L8 47
Honugiicultural Lubor 30.7 32 37 4i.7 46.2
Industry, Mining, -

.nd Construction 12.5 18.1 19.1
Skilled 5.5 8.6 10.1
Unskilled 23.7 27.7 28.4
Eng:ineering, Professioncl,

ond techni-ol 3.0 5.4 7.7

ST NFS 25, Sections LI ond Bh. C. CI./RR PR-32, Postwur Trends sn MubDe
po*el of the USSR und the Buropeun Sutellites, 1947-57, 27 May 1953, C.

CT /&R iP-341, Economic Intelligence Hundbook: Stutistical Sumnary, 25 iug

1953. B.

. Thlez Tigure is for the pre-1939 wiec of the USSR, The figure for the

ilatter part of the yewr, including new unnexctions, is 186 million.

follo ring yecrs cre on the basis of territory occupled.
c. These figures exclude militury personnel.
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Teble 2

Data on Popu.lation and Bmployment in the Europsan Satellites
Selected Years, I9W7-57 af

N Millions
1947-5T7
ou7 1952 1957 Increase
Population , 87.8 90.8 94.2 6.4
Civilien Employment 38.4  41.9 448 6.k
Agricultural Lebor - 23.0 22,0 21.1 1.9(-)
Tonagricultuial Lobor 5.4 19.9 23.7 8.3

Industry, Mining,

and Constructfon 8 6 13.2 16.1 T.5
Skilled 2.9 3.9 5.8 2.9
Unskilled , 11.1 1%.1  1k.9 3.8
Engineering, Professional,

and Technical - 1.k 1.9 3.0 1.6

a. CIAJAR PR-32, Postwar Trends in lonpower of the US8% ond the
Europea.u Satellites, 194{-51, 2( May 1953. C. _
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Teble 3

Agrdcunltural Production 3o the Boviet Bloc
Prevar and Pogtwar

L

USSR .. European Satellites Copmunigt China
et ———— et —— .

12@ ) 1952 1935-39 1052 = _Prevar 1952

~ 8own Arsa (million hectares)

Gratne o/ 13.2 . 1084 325 28.8.  T75.1%/ TI.8

S:gngnsma’ = 1.3 §/ 154/ 0.6¢/ 0.9¢/ o0.2¢/ o.2¢f

gg::’;eg/'g/ 9'0 52 ue 4.5 3.1 4.0
P:gld:;ucn {million metric :

T o M M

Potatoes 1/ 76.9 78.9 } 65.3 %0.4 22.7 29.6
Iivestock (million head) g/ .

| 1953 i 1953 1937

Cattie B 8L %2 éj/ a’é:"} a§‘§ f%f 3'?22 5 3225 5 |

gopewcons  DRY BIY By BEY &3 Y oy

a. Aresa! CIA estimateb exéepb Tor China, for wh:léh ﬁgurea are from US Coneulote Reports,
Hong Kong. Production: ' USSR end Murcpéen Setellites, ORR Contribution to NIE-90, YP-333,

Economic Fectors Affdcting Bloc Capebilities through w.d-195§ 2 Apr 1953, S. China, U8
Consulate Repoits, ﬁong %ng .

b. 1931-37.
c. CIA/RR IM-376,.Production e.nd Utiliga’tion of Bugar 1n ihe Soviet _Bloc, 1952, 14 Aug

1953. 8.
d. Reviged CIA eatimabe dated 1 Dec 1953; 1952 ectimate ‘given :I.n office-m.de Project

Yo. 7, Current Tremds in the Soviet Poomomy.: 8. .
e. CIAJRR IM-373, Production eud ﬁ!ﬁm%%on of Cotton in the Soviet Bloc, 1952;

4 Jun 1953. 8.

£. CIA/RR IM-378, Production em end Utdljzation of Pota oes in the Sovgzt Bloc, 1952,

23 8ép 1953. 8. .

g+ Begiloming of year numberg.

L., Postvar bounderies, CYA/RR PR-26, mves‘bock Tunbere ahd Meat Production in the USEIR,
17 Jun 1953, p. 20. §S.

1. Praovda, 15 Sep 1953. )

4. TPostwer boundaries, ORR Contrfbution to NXE-90, op. cit.

k. Total horges, mules, and donkeys: 1937, 20.2; 1, 15.1. Contribution to ORR
Project 0.k, Reaglonal Distribuuon of Production in the ﬁamt Bloc, 20 Oct 1953,
unpu:blished

1. Coxrtr:l.‘bution to ORR Project 0.4, %21 eit.

m. Memorandum to ORR D/A dated 27 0ct 1953 giving change in estimates for 0.4 for 1951

(also earried for 1952). ‘ o -
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Tgble 4

Estimated Gross National Product of the USSR by Fin:l Use
Selected Years, 1937-51 of

1008 Mibies _ _tacvesse  oof Tort

1937 1948 1951 1937 to 1951 1937 1948 1951

Gross Investment 125 154 232 86 23 2L 27
Defense . uh 83 129 193 8 13 15
Gove nment Administration 6 32 26 62 3 5 3
Personal and Communsl Consumption 360 371 473 31 66 58 55
Total shs Gk 860 58 100 100 100

a. CIA/HR-23, The Economy of the Soviet Bloc: Production Trenis ood 1957 Potential,
20 M=y 1953. 8.
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Table 5

Estimated @ross Nationul Product
of Poland, Cuechoslovekia, and Bast Germeny
... by Final Use . .-
Selected Years, 1938-52 a/,. ’

Poland » v
Billion - Parcent . . Uges as Percents
1938 zlotys . ibcrease = of Total ;
1938 1950 1951 1952 1938 to 1952 1938 1950 1951 1952
Gross Investment 2.8 4.2 W3 b7 68 10.2 16.3 16.9 17.5
Defense 1.5 1.0 1.2 1.k -7 5.4 4,0 4.6 5.3
Government Expenditures .
(non-defense) b/ - 2.7 3.9 4.3 4.7 ™ 10.0 15.1 16.7 17.5
Personal Consumption ¢/ 20.5 16.7 15.8 15.9 -22 4.4 646 61.8 59.7
Total 27.5 25.8 25.6 26.7 =3 100 100 100 100 -
Cuzechoslovakia .
Billion Percent Uses as Peicents
1938 Korunag ’ Inerease of Total .
1938 1950 1951 1952 1938 to 1952 1038 1950 1051 1952
Gross Investment 10.3 10.5 1.1 11..7 1 15.7 15.6 16.0 16.2
Defense L6 3.2 3.7 k2 . -9 7.0 4.8 5.3 5.9
Governmen!. Expenditu.es ) .
(non-defense) b/ 7.3 2.2 12.8 13.9 90 11,17 18.0 18.4 19.3
Personal Consumption ¢/ L3.3 41.6 k1.8 k2.2 -3 66.2. 615 60.3 58.6
Total - 65.5 67.5 69.h 72.0 pIo 100 100 100 100
East Germsay
Billion Percent Uses as Percents
1938 Reichemarks Increase of Total
1938 1950 1951 1952 1938 to 1952 1938 1950 1951 1952
Gross Investment 3.3 1.4 1.7 2.2 -33 15.0 8.7 10.0 12.0
Defense k.l 0.6 9 1.1 ~73 18.8 4.0 5.0 6.0
Government Expenditures
(non-defense) b/ 1.k 2.9 2.6 2.2 57 6.2 18.6 15.0 12.0
Reparations - 2.0 211 2a N.A. - 12.6 12.0 11.0
Pergonzl Consumption ¢/ 13.2 8.7 10.1 11.1 ~16 60.0 56.1 58.0 59.0
Total 22.0 15.6 17.% 18.7 =15 100 100 100 100
a. ORR Contribution to NIE-B7, XP-33%, Probable Beonomic Develomments within T
Satellites, 7 Apr 1953. 8. .
b. This use may be regarded as consumption determined collectively rather thaen through
individual choices. It consists largely of eervices (for exemple, that of police ‘
forces) to vhich the individusl does not give great weigit in considering his standard
of living despi'r,e their clagsification as consumption uses of the netional product.
¢. These figures should be adjusted for population chenges in forming en impression
of how living standards have changed. Population indexes of the three countries, on
the basis of current internationsl borders and taking 1938 as 100, ave as follows:
1950 1951
Poland 80.0  80.2
Czechoglovakia 8. 8.2
East Germony 113.3 1L
- 2B -
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Table 6
Estimated Gross National Product
of the USSR and the US
Selected Yeors, 1938-51
Billion $ US at 1951 Prices

1938 3/ 1948 1949 1950 1951

USSR 69 ™ 86 95 10k
Bulgzria 1.0 1.2 1.2 1.2 1.3
C .echoslovakia 7.3 7.0 7.4 T.9 8.3
Eost Germany 16.1 9.7 .10.7 12.8 4.7
Hungoxy 2.4 2.5 2.7 2.9 3.3
Poland .6 1.8 12.6 13.7 13.7
fumania 3.0 2.5 2.5 2.7 3.0
Buropean Satellites Totol  Lb.h 3%.7  37.1 L4L.2 k.3
Commmnist China 36.3 NA. 302 3b.7 36k
Soviet Bloc Totals 149.7 N.A. 153.3 170.9 184.7
Us 165.8 283.3 284.3 308.5 329.8
a. 1930 for Chira.
Teble 7

Comparison of Incresges tn Gross National Product
of the Soviet Bloc Countries and the US
Annmuel Increasss, 1949-51,
and Total Increages for the Period 1938-51

Percent
1948-49 1949-50 1950-51 1938-51 &/
UsaRr 1.7 10.5 9.5 . 50.7
Bulgaria ¢ 1.7 8.3 31.0
Czachoslovekia 6. 6.6 L0 13.2 .
Enst Germeny 10.0 19.5 .6 «8.2°
Hungery 9.3 8.5 13.3 35.5
Polond 733 8.3 0 6.4
Rumenia 0 6.3 13.1 1.0
Communist China I.A. 1.9 k.9 0.2
Soviet Bloc Average 10.2b/ 11.5 8.1 23.h
us ok 85 6. 99:0
a. 1930-51 for Chnine. ‘
b. Exclugive of China.
- 29 -
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 Teble 8
Breskiown of the Gross Netional Product of the USSR

~ by Bector of Origin

194851 . .

| Percent

Bector , 1948 agh9 1950 1951

Industry 36.2 38.8 1.1 k2.9
Agriculture .‘ 23 2281 21.0 - 0.2
fremsport end Commmicstions 9.3 9.8 10.1 10.2
Building ‘ , 56 5.6 5.6 5.7
Services 21. 9_ 20.4 19.2 18.2
Trade | 36 3.3 3.0 2.8

100.0 100.0 100.0 100.0
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